This paper examines the phenomenon of urban-rural income transfers. The data was collected as part of the Nairobi Urban Study, which included questions on basic socio-economic variables as well as on income remittances. The sample was confined to African low and middle income areas. The data is analysed by regression analysis using variables of income remitted, income earned, wives and children both in and out..of-.Nairobi and indices of the workers attachment to the urban versus his rural area.
INTRODUCTION.
In most less developed countries, a substantial wage differential exists between urban and rural employment -even, after l .. adjustment has been made for differences in living costs and labor quality. This causes a number of social and economic problems-. First, labor market equilibrium can only be established by the existence of a high urban unemployment rate, for many individuals will take their chances with unemployment in the hopes of obtaining the high urban wage.
Second, the distribution of income in the society is artificially distorted.
Those individuals who are fortunate enough to obtain permanent urban.
employment enjoy an enormous advantage over those who are forced to remain 2 in rural areas. This causes dissatisfaction -with the existing social system, for there is a high probabilistic element in the determination of individual incomes. Third, job opportunities in the "modern" sector of the economy will be restricted by both large wage changes and a high 3 wage level, and.this will create downward pressure on wage levels in the rural sector, thus exacerbating the fundamental distortion in the distribution of income.
At the same time, urban wage recipients may remit some of their income back to friends and relatives in rural areas, and this would tend to mitigate the effects of a nan-market wage structure on the distribution of income.
To the extent that the utility of an individual who is employed in the urban sector depends on the consumption levels of other 1 ' See J,R. Harris and M.P. Todaro, "Migration, Unemployment, and' Development: A Two-Sector Analysis," American Economic Review, . March 1970, pp. 126-42. 
2.
In Kenya the "typical" unskilled or semiskilled worker in the industrial sector earns about 240 shillings per month, whereas an agricultural worker earns about 80 shillings per month. This gross differential must be adjusted'for cost-of-living differences between urban and rural employment, which may be as great as two to one for food and' shelter.
Any income which is transferred to rural areas, however, must be evaluated at the rural price level. There is also : the-problem of seasonality in agriculture, which blurs comparisons.
For a thorough analysis of the.determinants of the structure of urban wages in Kenya, see G.E,. Johnson, "The Determination of Individual hourly earnings in Urban Kenya," Institute for Development Studies Discussion Paper. No,115, Nairobi, September 1971. 3. We would like to make it quite clear that we mean that the urban wage level in Kenya is "high" relative to the rural wage and for the countrywide capital-labor ratio; it is not high in any absolute sense or relative to wage levels in developed countries. The official value of the Kenya shilling is one-seventh of the U.S. dollar, so the 240 shillings monthly wage is worth about 3534. members of the "extended family" who live in rural areas as well as upon his own consumption level, we would expect that urban-rural remittances would indeed occur. The purpose of this paper is to investigate the quantitative.magnitude and empirical determinants of these remittances for Kenya.
We are able to employ a rather unique data set which provides information on the average amount of money .
urban workers send to rural areas each month as well as'the-.joint distribution of a number of important socio-economic characteristics.
Section II describes this data set and reports the quantitative dimensions of the phenomenon; Section III briefly sets out a theoretical model of income transfers; Section IV provides empirical estimates of a remittances function; and Section V discusses some implications of the findings, THE DATA.
In the Spring of 1971 the Institute for Development Studies of the University of Nairobi conducted an intensive household survey .
of Africans in Nairobi under the auspices of the Nairobi City Council,
The sample was confined to low and middle income areas of .the city, . Of.the 1140 males in the sample who had.some income in December 1970, 38.9 per cent responded that they regularly sent some money out of Nairobi, The average amount of this transfer.(including the 11,1
per cent who did not remit any income) was 85,7 shillings per month, the average monthly income for the sample was 411,5. shillings per month, so.20.7 per cent-of,the urban-wage .bill was remitted. .Most .of the money was intended for consumption by the extended family,>as Table 1 , the distribution of responses to Question (3) above, shows
•rather clearly. (4) 3U/3X^ = SU/3}^ = 3U/3Xr, subject to the satisfaction of the constraints (2) and (3).
In general the consumption levels and T will each depend on the urban worker's income, the income of rural family members, the total size and distribution of the worker's family, and his preferences, For transfers, in particular, we have
We would suppose that consumption by rural members of the family is ,.
a normal good, which is to say that the marginal propensity to remit, . The results are generally consistent with.our a priori expectations.
Each of the coefficients reflecting urban vs. rural attachment has the expected sign,, and all but WI and WR are significantly different at conventionally acceptable test levels. Why the number of wives does not have a significant influence on T/Y whereas the number of children residing both in and out of Nairobi does is a matter of speculation.
Perhaps,the reason is that wives in rural areas are potential income earners, and the implication of the theoretical discussion is that a high rural income will lower urban-rural transfers, Each child residing in a rural area increases the fraction remitted by ,0164; each child in Nairobi reduces the fraction by ,0118. Secondly, the results imply that the welfare of the typical individual in Kenya depends rather significantly on the number and closeness of relatives working in the high wage sector, A crucial question is thus the distribution of modern sector jobs across family units; it is rather similar-to and perhaps as important as the question of the distribution of land. Our data on the characteristics of the urban J This obviously does not make allowance for the size of rural-urban transfers, for which we have no data. Generally, these are the resources raised by rural residents to' finance job search in the urban area by a member of the family, population are obviously of no use in this regard, but future surveys of the rural population would do well to include some questions on It is unlikely, that the long run wage elasticity of,labor demand is less than unity, and our estimates of e are between ,55 and .7 over the relavant range.
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For a household survey of rural areas these might include: How many members of the family (and which ones) have permanent jobs in the urban sector? How much income do they remit e&ch year? What (to the best of the respondent's knowledge) is the age, income, education, and occupation of each of the urban family members?
Let Z" be aggregate transfers and N total employment in the urban sector. Then Z = TIM, and dZ _ Z , x dY~ Y where n = ---.
If n = 1 and we take e to be .55, a ten per cent increase in the urban wage rate would reduce Z by 3.5 per cent.
